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State Plan under TitleXIX of the Social Security Act 
State.Massachusetts 

Institutional Reimbursement: Nursing Facilities 

N. 	 Supplemental Payment Adjustments to Nursing Facilities Operatedby Public 
Authorities. A supplemental payment adjustment shallbe computed for certainpublicly 
owned or publicly operated nursing facilities thatmeet the criteria described herein. 
Qualifying nursing facilities shall receive a MassHealth supplemental payment annually for 
each applicablefiscal year. To be eligible for this payment adjustment, the nursing facility 
must be a publicly ownedor publicly operated nursing facility that meetsall of the 
following criteria: 

1.  	 a public authority, which is created under Massachusetts state law to serve an 
essential public purposein the Commonwealthof Massachusetts, mustown or 
operate the nursingfacility; 

2. 	 at least 50% of the nursing facility’s patient days are paid by the Mass Health 
program; and 

3. 	 the nursing facility must participate in the Mass Health program under a specially 
designated Mass Health provider contract applicable to a Massachusettspublic 
authority. 

The amount of any supplemental payment adjustment willbe specified in the MassHealth 
provider contract applicable to a Massachusetts public authority. The adjustmentmay 
provide financial support to the nursing facility relativeto any changes it makesin its 
practices, scopeof services, care quality management,or other improvement thatis made in 
accordance with the purposes, goals, and terms specifiedin the MassHealth provider 
contract applicable to a Massachusetts public authority. Any supplemental payment 
adjustment shallbe computed in the aggregate,in supplementation to the standard nursing 
facility payment rates. The paymentamount for each qualifying nursing facilitywill be 
calculated by the Divisionand will be equal to each qualifying facility’s pro-rata of: 
the difference between the aggregate upper-limit calculated ceiling for all nursing 
facilities and each qualifying facility’s standard MassHealth reimbursement. Pro-rata share 
for each qualifying facilitywill be determined based on each qualifying facility’s 
MassHealth patient days as a percentageof total MassHealth patient days for qualifying 
facilities. The most recently completed MassHealth cost report be used as the source 
document for the MassHealth patient day statistics. 

JAN 3 1 2003
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State Planunder Title XIX of the Social Security Act 

State. Massachusetts 


Institutional Reimbursement: Nursing Facilities 


For purposesof calculating a reasonable estimateof the non-state publicly owned nursing 
facility upper payment limit (UPL) using Medicare payment principles, actual Medicare 
payments for non-state publicly owned nursing facilities are identifiedusing the most 
recently filed MassHealth nursing facility cost report as the source document. Total 
Medicare payments for each non-state publicly owned nursing facilityare divided by each 
facility's Medicare patient days to calculate afacility specific Medicare payment per diem. 
For any facility that did not report Medicare payments and dayson its cost report,an 
average Medicare payment per diem is on the data filedby the otherused as a proxy, based 
non-state publicly owned nursing facilities.To account for differences in coverage and 
acuity, the Medicare paymentper diem for eachfacility is adjusted downwardby applying 
the Medicare therapy ancillary percentageof the Medicare calculatedPPS SNF federal rate 
to carve out these ancillary servicesfrom the Medicare per diem. This discount factor, as 
published in the Federal Register datedJuly 30, 1999, was 36% of the PPS SNF federal rate 
and results in a 36%reduction in the Medicareper diem that isused in theUPL calculation. 
This discount factor effectively removes therapy ancillary servicesfrom the UPL 
methodology and leavesonly the core nursing room and board services.This adjusted 
Medicare per diem isupdated for inflationusing the national average increasein Medicare 
skilled nursing facilitiesand is then multipliedby facility specific MassHealth patient days. 
The resulting amounts for each non-state publicly owned nursing facility arethen added 
together to calculate the aggregate MassHealthUPL ceiling. This UPL ceiling calculation 
is then compared to the standard MassHealth reimbursement under the State Plan 
methodology in order to calculate the supplemental payments available under IV.N 
to qualifying facilities. 

0. 	 Appeals. A provider may tile an appeal at the Division of Administrative Law Appeals of 
any rate established pursuant to114.2 CMR 6.00 within 30 calendar days afterDHCFP 
tiles the rate with the StateSecretary. DHCFF' may amend a rate or request additional 
information from the provider evenif the provider has filed a pending appeal. 

TN: 02-015 
Supersedes: 02-001 
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114.2 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 

1 14.2 CMR 6.00STANDARD PAYMENTS TO NURSING FACILITIES 

Sect ion 

6.01 : General Provisions 

6.02: General Definitions 

6.03: Nursing 

6.04: Other Operatingcosts 

6.05: Capital 

6.06: Other PaymentProvisions 

6.07: Reporting Requirements 

6.08: Special Provisions 


6.01 : General Provisions 

(1) Scope and Effective Date. 114.2 CMR 6.00 governsthe payments effective JuIy 1,2002 through 

December 3 1,2002 and January 1,2003 through June 30,2003 for services rendered to Publicly Aided 

and Industrial Accident Residents by Nursing Facilities includingresidents in a Residential Care Unitof a 

Nursing Facility. 

(2) Authority. 1 14.2 CMR 6.00 is adopted pursuant to M.GL. c. 118G 


6.02: General Definitions 

As used in 1142 CMR 6.00, unless the context requiresotherwise, terms have the following meanings. All 
defined terms m 1 14.2 CMR 6.00 are capitalized 

Actual Utilization Rate. The occupancy of a Nursing Facility calculated by dividing total Patient Days by 
Maximum available Bed Days. 

Additions. New Units orenlargements of existing Units that may or may not be accompanied by an increase in 
Licensed Bed Capacity. 

Administrative andGeneral Costs. Administrative and General Costs include the amounts reportedin the 
following accounts administrator salaries; payroll taxes - administrator; worker's compensation - administrator; 
group life health - administrator; administratorpensions; other administrator benefits clerical; 
EDP/payroll/bookkeeping services; administrator-in-training; office supplies; phone; conventions and 
meetings; help wanted advertisement; licenses and dues, residentcare related; education and training 
administration; accounting- other; insurance - malpractice; other operating expenses, realtycompany variable 
costs, management company allocated variable costs; andmanagement company allocated fixedcosts. For 
facilities organized as sole proprietors or partnerships and forwhich the sole proprietor or partnerfunctions as 
administrator with no reported administratorsalary or benefits, administrative andgeneral costs shall include an 
imputed value of $69,781 toreflect the costs ofsuch services. 

Administrator-in-Training. A personregistered with the Board of Registration of Nursing Home 
Administrators andinvolved in a course of training asdescribedin 245 CMR 

Audit. An examination of the Provider's costreport and supporting documentationto evaluate the accuracy 
of the financial statements and identification of Medicaid patient-related costs. 

building Building Costs include the direct cost of construction of the structure that houses residents and 
expenditures for service Equipment and fixturessuch as elevators, plumbing andelectrical fixtures made a 
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114.2 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 

1 14.2CMR 6.00STANDARD PAYMENTS TO NURSING FACILITIES 

permanent part of the structure. Building Costs also include the cost of hingingthe Buildingto productive use, 
such as permits engineering and architect's feesand certain leg1 fees. Building Costs includeinterest paid 
during construction to  building Costs but not Mortgage Acquisition Costs. 

capital Costs. Capital Costs include BuildingDepreciation, Financing Contribution, Building Insurance, Real 
Estate Taxes, non-incomeportion ofMassachusetts Corp. Excise Taxes, Other Rent andother Fixed Costs. 

Case-Mix Category. One of six categories ofresident acuity that represents a range of Management Minutes. 

change of OwnershipA bona fide transfer, for reasonable consideration, of all the powers and indicia of 
ownership. A Change of Ownership may not occur between Related Parties. A Change of Ownership must be a 
sale of assetsof theProvider rather than a method offinancing. A changein the legal form of the Provider 
doesnot constitute a Change of Ownership unless the other criteria are met. 

Constructed Bed Capacity A Nursing Facility's "Bed Capacity (or Clinical Bed Capacity)" as de f ined  the 
Department's regulation 105 CMR 100.020 which states: the capacity of a building to accommodate a bed and 
the necessary physical appurtenances in accordance with the applicable standards imposed as a condition of 
operation under state law It includes rooms designedor able to accommodate a bed and necessaryphysical 
appurtenances, whether or not a bed and all such appurtenances are actually in place, with any necessary 
utilities (e.g. drinking water,sprinkler lines, oxygen, electric current)with either outlets or capped lineswithin 
the room. 

department The Massachusetts Department ofpublic Health. 

Direct Restorative therapy Services of physical therapists, occupational therapists, andspeech hearing and 
languagetherapists provided directly to individual Residentsto reduce physical or mental disability and to 
restore the Resident to maximum functional level. Direct Restorative Therapy Services are provided only 
upon written order of a physician, physician assistant or nurse practitioner who has indicated anticipatedgoals 
and frequency of treatment to theindividualResident. 

Division. The Division of Health Care Finance and Policy established under M.G.L. c. 118G. 

Equipment. A fixedasset, usually moveable, accessory or supplemental to theBuilding, includingsuch items as 
beds, tables, and wheelchairs. 

Financing Contribution. Payment for the use ofnecessary capital asets whether internally or externally 
funded 

Generally Available Employee benefits Employee benefits that are nondisciminatory and available to all full
time employees. 

Hospital-Based NursingFacility. A sparate Nusing Facility Unit or Units located in a hospitalbuilding 
licensed for both hospital and Nursing Facility services in whichthe Nursing Facility licensedbeds are less than 
a majority of the facility's total licensed beds and the Nursing Facility patientdays are less than a majority of 
the facility's total patient days. It does not include free-standing NursingFacilities owned by hospitals. 

Improvements. Expenditures that increase the quality of the Building by rearranging the Building layout or 
substituting improved componentsfor old componentsso that the Provider is in some way better than it was 
before the renovation. Improvements do not add to or expand the square footage of the Building An 
improvement is measured by the Provider's increased productivity, greater capacity or longer life. 
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Indirect Restorative Therapy Sewices of physical therapists, occupational therapists,and speech, hearing and 
languagetherapists to provide orientation programs for aides and assistants, in-service training to staff, and 
consultation and planning for continuing care afterdischarge. 

Industrial Accident Resident. A person receiving Nursing Facility services for which an employer or an insurer 
is liable underthe workers compensation act, M.G.L. c. 152, etseq. 

Land Land Costs include the purchase priceplus the cost of bringing land to  a productive use including, but not 
limited to, commissions to agents, attorneys' fees, demolition of Buildinsclearing andgrading the land, 
constructing access roads off-site sewer andwater lines, and public utility charges necessaryto service the land, 
and land Improvements completedbefore the purchase. The land mu3 be necessary for the careof Publicly-
Aided Residents 

Licensed Bed (hacity. The number of beds for which the Nursing Facility is either licensed by the Department 
of public Health pursuant to 105 Ch4R 100.020, or for a NursingFacility operated by a governmentagency, 
the number of beds approved by the Department. The Department issuesa license for a particularlevel of 
care. 

major Addition. A newly constructedaddition to a Nursing Facility thatincreases the Licensed Bedcapacity of 
the facility by 50% or more. 

Management Minutes A methodof measuring residentcare intensity, or case mix, by discrete care-giving 
activities or the characteristics of residents found to require a given amount of care. 

Management Minutes questionnaire. A form used tocollect resident care information including but not limited 
to case-mix information asdefined by the Division of Medical Assistance. 

Massachusetts Corporate Excise Tax. Those taxes that have been paid to the Massachusetts Departmentof 
Revenue in connection with the filing of Form 355A,Masachusetts CorporateExcise Tax Return. 

Maximum AvailableBed days The totalnumber of licensed beds for thecalendar year, determined by 
multiplying the Mean Licensed Bed Capacity for the calendar year by the days in the calendar year. 

Mean Licensed Bed Capacity. A Provider's weightedaverage Licensed Bed Capacityfor the calendar year, 
determined by (1) multiplying Maximum Available BedDays for each level of careby the number of days in 
the calendar year for which the nursing Facility was licensed for each level and (2) adding the Maximum 
Available Bed days for each level and (3) dividing the totalMaximum Available Bed Days bythe number of 
days in the calendar year. 

Mort a g e  Acquisition Costs. Those costs (such as finders fees, certain legal fees, and filing fees) necessary to 
obtain long-term financing through amortgage, bond or other longtermdebt instrument. 

New Facility. a NursingFacility that opens on or afterJanuary 1,2000. A Replacement Facility isnot a New 
Facility. 

Nursing Costs. Nursing costs include the 2000 Reported Costs for Director of Nurses, Registered Nurses, 
Licensed Practical Nurses, Nursing Aides, Nursing Assistants, Orderlies, Nursing Purchased Services, and the 
Workers Compensation expense, Payroll Tax expense, and Fringe Benefits, including Pension Expense, 
associated with those salaries. 
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Nursing Facility A nursing or convalescent home; an infirmary maintained in a town; a charitable home for 
the aged, as defined in MG.L. c. 11 1, s.7 1; or a Nursing Facility operating under a hospitallicense issued by the 
Department pursuant to M.G.L. c. 111, and certified by the Department for participation in the State Medical 
Assitance Program. It includes facilities that operate a licensed residential care Unit within the Nursing 
Facility. 

Other Fixed Costs. Other Fixedcosts includeReal Estate Taxes,Personal Property Taxes on theNursing 
Facility Equipment, the Non-incomeportion ofthe Massachusetts Corporate Excise tax, Building Insurance, 
and Rental of equipment located at thefacility. 

Other operatingcosts Other Operating Costsinclude, but are not limited to thefollowingreported costs: 
plant, operations and maintenance; dietary;laundry; housekeeping ward clerks and medical records librarian; 
medical Director; Advisory Physician; Utilization Review Committee; Employee Physical Exams;Other 
Physician Services; House Medical %plies Not Resold; Pharmacy Consultant; Social &ice Worker; Indirect 
Restorative and RecreationTherapy Expense; Other Required Education; Job Related education quality 
Assurance Professionals; Management Minute Questionnaire Nurses; Staff Development Coordinator; Motor 
Vehicle Expenses including, but not limited to depreciation, mileage payments, repairs, insurance, excise taxes, 
finance charge$ and sales tax; andAdministrative and GeneralCosts. 

Patient Days. The total number of days of occupancy by residents m the facility. Theday of admission is 
included in the computation of Patient Days; the day of discharge is not included. If admission and discharge 
occur on the same day, one resident day is included in the computation. It includesdays for which a Provider 
reserves a vacant bed for a Publicly-Aided Resident temporarily placed in a different care situation pursuant to 
an agreement between the Provider and the Division of Medical Assistance. It also includes days for which a 
bed is held vacant and reserved for a non-publicly-aidedresident. 

Private Nursing Facility ANursing Facility that formerly served only non-Medicaid residents and does not 
have a provider agreement with the Division of Medical Assistance to provide services to public Residents 

Provider. A Nursing Facility providing care to Publicly AidedResidents industrial Accident Residents. 

Prudent Buyer concept The assumption that a purchase price that exceeds the market price for a supply or 
service is an unreasonable cost. 

Publicly-AidedResident. A person forwhom care in a Nursing Facility is in wholeor in part subsidizedby the 
Commonwealth or a political subdivision of the Commonwealth. Publicly Aided Residents donot include 
residents whose care is m whole or in part subsidized by Medicare. 

Related Party An individual or organization associated or affiliated with, or that has control of, or  is 
controlled by, the provider or isrelated to theProvider, or any director, stockholder, trustee, partner or 
administrator of the Provider by common ownership or control or in a mannerspecif ied sections 267(b)and 
(c) of the Internal Revenue Code of 1954 as amended provided, however, that 10%is the operative factor as 
set out in sections 267(b)(2) and (3). Related individualsinclude spouses parents,children, spouses of children, 
grandchildren, siblings, fathers-in-law, mother-in-law, brothers-in-law andsisters-in-law. 

Replacement Facility. A Nursing Facility licensed prior to  January 1,2000 that replaces its entire buildingwith 
a newly constructed facility pursuant to an approved Determination of Needunder 105CMR 100.505(a)(6). 
A facility that renovates abuilding previously licensed as a nursing facility is not a Replacement Facility. 
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Reported Costs. All costs reported in the cost report, less costs adjusted and/or self-disallowed m Schedules 13 
and 14 of the2000 cost reports. 

Required Education. educational activities conducted by a recognized school or authorized organization, 
required to maintain a professional license of employees that provide care to Publicly-Aided Residents. 
Required education also includes training for nurses’ aides. 

residential Care. The minimum basic care andservices and protectivesupervision required by the Department 
in accordance with 105 CMR 150.000 for Residents who do not routinely require nursing orother medically
related services. 

Residential Care Unit. A Unit within a Nursing Facility licensed by the Department to provideresidential care. 

Unit. A Unitis an identifiable section of a Nursing Facility such as a wing, floor or ward as defined by the 
Department in 105 CMR 150.000 (Licensing of Long-Term Care Facilities). 

6.03: Nursing 

(1) Nursing Standard Payments. All facilities will be paid at the following Nursing Standard 
Payments: 

6.04: Other Operating C o s t s .  

management 
Payment Minute standard 

group Range Payment 

H 0 - 30 $10.95 
JK 30.1 - 110 $28.48 
LM 110.1 - 170 $ 5  1.40 

170.1 - 225 $72.28 
Rs 225.1 - 270 $90.76 
T 270.1 and above $108.80 

(1) Other Operating Cost Standard Payment. All facilities will be paid at the Standard Payments. 
The Other Operating Cost Standard Payment for each Payment Group is $56.05. 

6.05 Capital 

(1) capital Payment. There will be a capital payment, as listed in 6.05( l)(d), for facilities included 
in 6.05(l)(a), (b) and (c): 

(a) New Facilities and Licensed Beds that become operational on or after February 1, 1998 
and are: 

1. New Facilities constructed pursuant to a Determination of Need approved after 
March 7, 1996; 
2. Replacement facilities replaced pursuant to a Determination of Need approved 
after March 7, 1996; 
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3. New Facilities constructed in Urban Underbedded areas exempt from the 
Determination of Need process; 
4. 	 New beds licensed pursuant to a Determination of Need approved after March 7, 
1996; and 
5 .  New beds in twelve-bed expansion projects not associated with an approved 
Determination of Need project. 

(b) Hospital-Based Nursing Facilities ;and 
(c) Private Nursing Facilities that sign a Provider Agreement with the Division of Medical 
Assistance after the effective date of this regulation. 
(d) The capital payment will be as follows: 

I january 1. 2001 - June 30, 2002 1 $18.24 I 
I July 1 2002 - December 3 1, 2002 1 $20.25 I 
january 1, 2003 - June 30, 2003 I $20.25 I 

(2) capital Payment - Other Facilities. For all other facilities, the Capital Payment is based on the 
facility’s Capital Costs, including allowable depreciation, Financing Contribution, and Other Fixed 
Costs. (a) Allowable Basis of Fixed Assets. 

1. Fixed Assets include Land, Building, improvements Equipment and Software. 
2. Allowable Basis The Allowable Basisis the lower of theProvider’s actual 
construction cost or theMaximum Capital Expenditure approved for each category of 
assets by the Massachusetts Public Health council and used for nursing Facility 
services. The Division d l  classify depreciable landimprovements such as parkinglot 
construction, on-siteseptic systems, on-site water andsewer lines, wallsand reasonable 
and necessary landscapingcosts as Building cost. 
3. Allowable Additions. The Division will recognize Fixed Asset Ad& ions ma& by 
the Provider ifthe Additions are related to thecare of publicly-assisted Residents.If 
Additions relate to  a capital project for which the Department has established a 
Maximum CapitalExpenditure, the allowable amount willbe limitedto the amount 
approved by the Department. The Division will not recognize Fixed Asset Additions 
made or Equipment Rental expenseincurred within 12 months aftera DON project 
becomes operational. 
4. 	change of ownership If thereis a Change of Ownership, the Allowable Basis will 
be determined as follows: 

a. 	Land The Allowable Basis is the lower of the acquisition cost or the 
seller’s allowable basis. 
b. 	 building The Allowable Basis isthe lower of the acquisition cost or the 
seller’s allowable basis,reduced ly the amount of actual depreciation allowed in 
the Medicaid rates for the years 1968 throughJune, 30,1976 and 1993 
forward 
c. 	Improvements. The Allowable Basis isthe lower of the acquisition cost or 
the seller’s allowable basis,reduced by the amount of actual depreciation 
allowedin the Medicaid rates. 
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d equipment The Allowable Basis is the lower of theacquisition cost or the 
seller's allowable basis,reduced by the AMOUNT of actual depreciation allowed in 
the Medicaid rates. 
e. Upon transfer, the seller's allowable Buildingimprovements vi11 become 
part ofthe new owner's Allowable Basisof Building. 
f. If the Division cannot determine the AMOUNTof actual depreciation allowed 
in a prior yearfrom its records, the Division willdetermine the amount using 
the best available information including, among other things, documentation 
submitted by the Provider. 

5 .  special Provisions. 
a. non-payment of Acquisition Cost. The Division will r e h e  Allowable Basis 
if the Providerdoes not pay all or part of theacquisition cost of a reimbursable 
fixedasset or if there is a forgiveness, discharge, or othernon-payment of all 
or part of a loan used to acquire or construct a reimbursablefixed asset. The 
Division will reduce the basis to  the extent thatthe basiswas &rived from the 
acquisition or construction cost ofthe fixed asset 
b. 	 repossession bv Transferor. The Division will recalculate Allowable Basis if 
a transferor repossessesa facility to satisfy the transferee's purchase 
obligations becomes an owner or receives an interest m the transferee's facility 
or company, or acquires control ofa facility. The Allowable Basis will not 
exceed the transferor's original allowable basisunder Division regulations 
applicable at the date ofChange of Ownership, increased by any allowable 
capital improvements made by the transferee since acquisition, and reducedby 
depreciation since acquisition. 

(b) Capital Costs. The Division willcalculate the Provider's CapitalCosts including 
depreciation, Financing Contribution, and OtherCapital Costs asdefined below. 

1 .  Depreciation. The Division will allowdepreciation on Buildings, Improvements and 
Equipment basedon the Allowable Basisof Fixed Assets as ofdecember 3 1 ,  2000. 
Depreciation of Building~BuildingImprovements, and Equipment d l1  be allowed based 
on generally accepted accounting principles using the Allowable Basisof Fixed Asset$ 
the straight line method, and the following useful lives: 

LIFE YEARS RATE 

buildings and Additions 40 2.5% 
building Improvements 20 5% 
Equipment, Furniture and 10 10% 
fixtures 
S o f t w e  3 33.3% 

2. Financing Contribution. The Division will calculate a Financing Contribution by 
multiplying 7.625% by the Allowable Net BookValue as of December 3 1,2000. The 
Allowable Net Book Value is the allowable basisless all accumulated depreciation 
calculated for theperiod through December 3 1,2000, except allowedBuilding 
depreciation expense that occurredbetween January 1 ,1983 and December 3 1,1992. 
3. Rent and Leasehold expense The Division will allowreasonable rental and 
leasehold expenses for Land, Building and Equipment at thelower of: average rental or 
ownership costs ofcomparable Providers, or the reasonable and necessary costs of the 
Provider and lessor includinginterest, depreciation, real property taxes and property 
insurance The Division will not allow rent andleasehold expens unless a Realty 
Company Cost Report is filed 
4. 	Capital Costs. The Division will calculate the Provider's Capital Costs by adding 
allowable 2000 depreciation and Other Fixed Costs and the Financing Contribution. 
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5 .  Capital Cost Per Diem. The Division will calculate the Provider’s 2000 Capital Cost 
per diem by dividing2000 Capital Costs by the greater of 96%of Constructed Bed 
Capacity times 365 or theActual Utilization Rate in 2000. 
6. For providers with a revised Capital Payment for a substantial capital expenditure 
in 2001, the Division will calculate Capital Costs using the year end Allowable Basis 
and Net Book Value, revised constructed bed capacity, and revised Actual Utilization 
Rate. This does not apply to Providers with a revised Capital Payment of $17.29 or 
$18.24. 

(c) Determination of Capital Payment. For beds licensed prior to July 2002, the Capital 
Payment will be calculated as follows: 

1. If the Provider’s January 2002 Capital Payment is lower than $17.29, and its 
Capital Cost per diem is greater than $17.29, itsCapital Payment is $17.29. 
2. If the Provider’s January 2002 Capital Payment is lower than $17.29, and its 
Capital Cost per diem is lower than $17.29, its Capital Payment is its Capital Cost Der 
diem. 

3. If the Provider’s January 2002 Capital Payment is seater than $17.29, and its 
Capital Cost per diem is greater than $17.29, its Capital Payment isthe greater of 
$17.29 or 90%of its Capital Cost per diem but no greater than their January 2002 
capital Payment. 
4. 	If the Provider’s January 2002 Capital Payment is greater than $17.29, and its 
Capital Cost per diem is lower than $1 7.29,its Capital Payment i617.29. 
5 .  If the Provider’s January 2002 Capital Payment is $17.29, Capital Payment is 
$17.29. 
6 .  If the Provider’s January 2002 Capital Payment is $18.24 andis based on a 
Determination of Need approved after March 7, 1996, itscapital Payment is $18.24. 
7. If a Provider relicenses beds in 2001 that were out of service, its Capital Payment 
will be the lower of $17.29 or the facility’s most recent billing rates for Fixed Costs 
and Equity or Use and Occupancy. 
8. If the Provider’s Capitalpayment is based on a Determination of Need approved 
prior to March 7, 1996, and the Provider receives a temporary Capital Payment in 
accordance with 6.05(3)(b)(3), then the Division will revise the Provider’s Capital 
Payment in accordance with 6.05(3)(b)(4). 

(d) Weighted capital Payment. If a Provider’s licensed beds fall into different Capital 
Payment methods, the Division will calculate the Capital Payment for each type of licensed 
beds. The Division will weight the capital payment based on the number of licensed beds 
associated with each type of method. 

(3) Revised Capital Payment for Substantial Capital expenditure 

(a) General Notification Requirements. All Providers must notifythe Division when they 
open, add new beds, renovate or re-open beds. The notification must contain the Provider’s 
name, address and VPN, date of bedchange, type of change and description of project. 
(b) Reaest forRevised Capital Payment. A Provider may request a revised Capital Payment 
for capital costs associated with the change or renovation of licensed bedspursuant to  an 
approved Determination ofNeed. 

1. Facilities that may request a revised Capital Payment include: 
a. New Facilities and newly-licensed beds that open pursuant to a 
Determination of Need; 
b. Replacement Facilities that open on or after July 1, 2002 pursuant to a 
Determination of Need; 
c. Facilities with Renovations made pursuant to a Determination of Need; 
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d. Facilities with twelve bed additions associated with a Determination of 
Need; and 
e. Facilities that requested and received an approved Determination of Need 
pursuant to the delegated review process in 1996 under Department of Public 
Health regulation 105 CMR 100.505(a)(4). 

2. Ifa Provider listed in 114.2 CMR 6.05(3)@)1 requests a revised Capital Payment to 
reflect a change in beds, it must submit the following: 

a. a description of the project; 
b. a copyof the construction contract; 
c. copies of invoices and cancelled checks for construction costs; 
d a copy of the Department’slicensure notification asociated with thenew 
beds; and 
e. a copy of themortgage. 

The Division may request further information it determines necessary to calculate a 
revised Capital Payment. 
3. The Division will certify a temporary Capital Payment of $20.25 upon receipt of 
the notification of thechange in beds, rate adjustment request, and required supporting 
documentation. 
4. 	IftheProvider’s Capital Payment is based on a Determination of Need approved 
prior to March 7, 1996, in order to calculate the final revised Capital Payment the 
Division will determine the amount of new allowable assets and apply the Financing 
Factor in 114.2 CMR 6.05(2)(b)2. 

(c) Revised Capital Payment. 
1 .  For the Providers specified in 114.2 CMR6.05(l)(a), the Division willcertify a 
Capital Payment of $20.25. 
2. For the following facilities, the final revised Capital Payment will be the greater of 
90% of the amount calculatedunder 114.2 CMR6.05(3)(b)4 or $20.25: 

a. New Facilities and newly-licensed beds that open pursuant to a 
Determination of Need approved on or before March 7, 1996; 
b. Replacement Facilities that open on or after July 1, 2002 pursuant to a 
Determination of Need approved on or before March 7, 1996; 
c. Facilities with twelve bed additions associated with a Determination of 
Need approved on or before March 7, 1996; and 
d. Facilities that requested and received an approved Determination of Need 
pursuant to the delegated review process in 1996 under Department of Public 
Health regulation 105 CMR 100.505(a)(4). 

3. For the following facilities, the revised Capital Payment will be the lower of the 
amount calculated under 114.2 CMR 6.05(3)@)4 or $20.25: 

a. facilities that renovate pursuant to a Determination of Need approved after 
March 7, 1996; and 
b. facilities that implement a transferred Determination of Needapproved 
before March 7,1996 but did not file a Notice of Intent to Acquire the facility 
before March 7,1996. Thisprovision will not apply ifthe transfer occurred 
on or afterFebruary 1, 1998 andbefore May 30, 1998. If the transfer 
occurred during thisperiod, the revised Capital Payment will bedetermined 
under 114.2 CMR6.05(3)(~)1. 

4. 	For Facilities with Renovations madepursuant to a Determination of Need 
approved before March7,1996, if the revised amountcalculated under 1 14.2CMR 
6.05(3)(b)4 isgreater than $20.25, theCapital Payment will be the 90% of the 
amount calculated under 114.2 CMR 6.05(3)(b)4. If the calculatedamount islower 
than $20.25,the Capital Payment will be the amount calculated under 114.2 CMR 
6.05(3)(b)4. 
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(d)Effective Date. The effective date ofthe revisedCapital Payment willbe the date upon 
which the Provider submits the notification and all information and documentation requiredin 
114.2 CMR 6.05(3)(b)2. 

6.06. Other Payment Provisions 

/ I )  Add-on for Certified Nursing Assistants. Pursuant to Chapter 177 of the Acts of 2001, 
line item 4000-0600, the Division will include an add-on for Certified Nursing Assistants. 
This add-on is for the sole purpose of funding increases in Certified Nursing Assistant salaries 
and associated payroll taxes.. Any Provider that failed to file a required 1998, 1999 or 2000 
cost report will not be eligible for this add-on. 

(a). Calculation of the Add-on. 
1. For each Provider, the Division will determine the total reported 1998 
Certified Nursing Assistant Salaries. 

a. If the Division used a short year 1998 cost report to calculate the 
Provider's 2000 rate, the Division will annualize the reported 
Certified Nursing Salaries for that Provider. 
b. 	 If a Provider opened after 1998, the Division will calculate the 
add-on using 1998 median reported Certified Nursing Assistant 
Salaries. 

2. 	 The Division will multiply the Provider's 1998 Certified Nursing Assistant 
Salary amount by the Provider's 1998 Medicaid Utilization as reported in the 
1998 Cost Report. Medicaid Utilization is Total Reported Medicaid Days 
divided by Total Reported Patient Days. 
3. The Division will sum the amount determined in 114.2 CMR 6.06(l)(c)l b 
for all Providers. 
4. For each Provider, the Division will divide the amount determined in 114.2 
CMR 6.06(l)(c)lb by the amount determined in 114.2 CMR 6.06(l)(c)lc. 
5. The Division will multiply the resulting percentage by $40 million. 
6. The Division will divide the amount calculated above by the product of 

a. 	 current licensed bed capacity for the period July 1, 2002 through 

June 30, 2003 ,times 365, 

b. reported 2000 Actual Utilization, times 

c. reported 2000 Medicaid Utilization. 

This amount will be included as an add-on to each Provider's rate. 


(b) Certified Nursing Assistant Add-on Recovery 
1. Permissible uses of CNA add-on revenue. Providers must use the add-on 
revenue solely to increase base hourly wages and payroll taxes for Certified 
Nursing Assistants. Effective January 1, 2002, such wage increases must be over 
and above any previously collectively bargained for wage increases. Such revenue 
may not be spent on overtime, non-permissible bonuses, or additional CNA hours. 
Providers may not use the add-on revenue to fund retroactive wage increases. In 
the following calculations: 
a. 	 CNA wages exclude overtime unless otherwise noted or non-permissible 

bonuses; CNA hours exclude overtime hours, unless otherwise noted. 
b. 	 the term "average hourly wages" includes wages and payroll taxes. A portion 

of revenue may be used to pay permissible bonuses subject to the limitations 
set forth below. 

c. 	 If a provider had a collective bargaining agreement in effect as of April 1, 
2000, the Division will exclude the dollar amounts attributable to salary 

10 




114.2 CMR: DIVISION OF HEALTH CARE FINANCE AND POLICY 

1 14.2 CMR 6.00 STANDARD PAYMENTS TO NURSING FACILITIES 

increases paid in accordance with the agreement for periods beginning on or 
after April 1, 2000. 

(c). compliance Monitoring. The Division will monitor each Provider to determine 
if it has increased CNA base hourly wages by at least the amount of the CNA add-on 
revenue. Providers that have collective bargaining agreements with any or all CNAs 
employed by the facility must demonstrate to the Division that the wage increases 
have been paid over and above these agreements. 
(d). Calculation of recovery Amount. Any provider that fails to spend 2002 CNA 
add-on revenue on CNA wage increases, payroll taxes, and permissible bonuses will be 
required to pay 150% of the unspent funds to the CNAs employed at the facility. 

1. Calculation of Add-on Revenue. This is the total amount of revenue the 
facility received during 2002 for the purposes of increasing base wages to 
CNAs. The Division will multiply the 2002 CNA add-on by Medicaid patient 
days in 2002 to determine the Medicaid revenue generated by the add-on. 
2. Estimated Target Wage Increase. This is the estimated wage increase based 
on the average hourly CNA wages in the base period, which is the first quarter 
of 2000. This amount is (1) the product of the Provider’s 2002 CNA add-on 
times its annualized first quarter 2000 Medicaid days divided by (2) the 
Provider’s annualized first quarter 2000 CNA hours. 
3. 2002 Average Hourly Wage Increase. This is the total amount of increase 
in the average hourly wage given as a result of the add-on. This is the 
difference between (1) the Provider’s average hourly wage in the base period 
(first quarter 2000 CNA wages and payroll taxes divided by the Provider’s 
CNA hours in the first quarter of 2000) and (2) the average hourly wage 
(2002 CNA wages and payroll taxes, less amounts attributable to increases in 
salary expenses resulting from collective bargaining agreements for the period 
April 1, 2000 through December 3 1, 2002, divided by CNA hours in 2002). 
4. Actual Target Wage Increase. This amount is determined by dividing the 
Provider’s 2002 add-on revenue by the Provider’s 2002 CNA hours. 
5.  Test One. The Division will determine the amount that the Provider 
should have increased wages based on the actual revenue received and the 
actual hours paid during 2002. To determine the required increase: 

a. If 2002 CNA hours are lower than or equal to first quarter 
annualized 2000 CNA hours, the Division will divide 2002 add-on 
revenue by 2002 CNA hours; 
b. 	 If 2002 CNA hours are greater than first quarter annualized 2000 
CNA hours, the Division will divide 2002 add-on revenue by 
annualized first quarter 2000 CNA hours. 

If the Provider’s 2002 Average Hourly Wage Increase exceeds the applicable 
amounts, the Provider is not subject to a recovery. If the Provider’s 2002 
average hourly wage increase is less than these amounts, the Provider will be 
subject to a recovery unless it qualifies for and has paid a sufficient permissible 
bonus under Test Two. 
6. Test Two: Permissible Bonuses. A provider may fail Test One because of 
variances in Medicaid days or CNA hours. In these cases, a provider may pay 
unspent funds to the CNAs in the form of a permissible bonus. These 
permissible bonuses fall into two categories: 

a. The Division will permit a Provider to spend up to 10% of the 
lower of its Estimated or Actual Target Wage Increase as a 
permissible bonus to account for variances. Bonuses or wages paid 
pursuant to collective bargaining agreements do not qualify as 
permissible bonuses and will be excluded from all Test Two 
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